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the Federal Reserve System and the Federal Deposit Insurance Corporation (collectively the
“Agencies” or “Regulators”) Notice of Proposed Rulemaking (‘“Proposal”) that would “provide
for a simple measure of capital adequacy for certain community banking organizations,
consistent with Section 201 of the Economic Growth, Regulatory Relief and Consumer
Protection Act [S. 2155].”

The Act requires the Agencies to “develop a Community Bank Leverage Ratio [(“CBLR’) - the
ratio of bank equity capital to consolidated assets] of not less than 8% and not more than 10% for
qualifying community banks [banks and holding companies with assets of less than $10 billion in
consolidated assets].” Qualifying community banks that elect and comply with the CBLR would
be considered to have met the capital requirements for the “well capitalized” category under the
Agencies Prompt Corrective Action (“PCA”) framework and would no longer be subject to the
generally applicable capital rules.

CBAI has long been a proponent of simplified capital standards and opposed the Agencies
imposing Basel III capital standards on community banks. In comment letters dated September 5,
and October 15, 2012, which were in response to proposed rulemaking on minimum regulatory
capital and the standardized approach for risk-weighted assets, CBAI stated that the Basel 111
was originally designed to prevent another financial crisis and to apply only to the largest,
systemically important and internationally active banks and not community banks. In a comment
letter dated December 21, 2017, CBALI stated the Agencies have fallen short of the EGRPRA
requirements and urged the Agencies to go much further in providing meaningful capital
regulatory relief for community banks. Unfortunately, the Agencies did not heed the reasonable
recommendations of community banks and as a result, Congress was forced to intervene, and S.
2155 was enacted into law.

The Agencies have proposed a CBLR of 9% which does not provide the maximum available
regulatory relief for community banks. Community banks did not cause the financial crisis, have
traditional operations, uncomplicated financial statements, common-sense underwriting, and
conservative lending, which promotes transparency and protects their capital from the
devastating losses suffered by the largest banks during the recent financial crisis. Proposing the
CBLR at the midpoint of what is permissible under the Act will deny approximately 600
additional community banks from this meaningful regulatory relief which was envisioned by the
passage of the bipartisan comprehensive regulatory relief legislation. Setting the CBLR below






